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Peru’s Stabilization Policy 


President Odria announced on February 22 a program 
by which the Government of Peru intends to restore con- 
fidence in the sol, reduce government expenditures, and 
curb inflationary credit expansion. He stated that eco- 
nomic and financial conditions had been less favorable 
in 1953 than in previous years, and that the volume of 
public works—government investments in which had in- 
creased from 341 million soles in 1950 to 531 million in 
1951, 855 million in 1952, and 1,002 million in 1953— 
had surpassed the present economic capacity of Peru. In 
future, public works expenditure will be confined to the 
minimum required to complete the remaining works al- 
ready undertaken, and at the pace permitted by the fiscal 
situation. Peru has advanced too fast and it is now neces- 
sary to pause in order to keep the economy on a solid 
basis. 

The President stated that the largest possible economies 
would be made in government expenditure, so that bud- 
getary equilibrium could be established. No new public 
works will be started, and those recently started will be 
stopped if they are not of imperative urgency. New taxes 
will be imposed in accordance with bills already sub- 
mitted to Parliament. The increase in the money supply 
will be stopped by closely watching the expansion of 
commercial credits and avoiding the discounting of Treas- 
ury obligations. A self-financing system for financing the 
rice crop will gradually be restored. To compensate for 
the normal seasonally low revenue receipts in the first 
quarter of the year, the Government will, for this year 






Europe 


Sterling Area Reserves 


A surplus of $40 million on account of dollar trade 


and payments transactions was recorded by the sterling 
area in February, bringing total gold and dollar reserves 
to $2,583 million, the highest level since November 1951. 
Of the February surplus, $31 million was accounted for 
by U.S. aid and a further $7 million was received from 
EPU in half settlement of the January surplus. The gold 
and dollar “trading surplus” was, therefore, only $2 mil- 
lion, compared with $14 million in January and a monthly 
average of $54 million in the fourth quarter of 1953 (see 
this News Survey, Vol. VI, p. 246). The comparable 


“trading surplus” in February 1953 was $74 million. 





only, issue Treasury obligations for an amount equal to 
one twelfth of the fiscal budget, which will be canceled 
during the fiscal year. 

In addition to $19 million of “intangible gold”, Peru 
also has reserves of $20 million accumulated by the Cen- 
tral Reserve Bank. This, together with the credits recently 
negotiated with the International Monetary Fund, the U.S. 
Treasury, and the Chase National Bank (see this News 
Survey, Vol. VI, p. 261), means that the Government 
has $50 million on hand to combat speculation and face 
any eventuality. The President stated his belief that, with 
the severe measures of readjustment already taken or 
about to be taken, and with the collaboration of the banks 
and the commercial community, it will not be necessary 
to use these dollars to normalize the exchange rate which 
had been artificially perturbed by nervousness and specu- 
lation. The Peruvian Government will maintain its eco- 
nomic and financial policy of free exchange, free trade, 
and free enterprise, and will continue to stimulate domes- 
tic production, freeing it of any hindrance or control that 
may be an obstacle. The credits will not be used to 
maintain an artificially low value for the dollar. The ex- 
change rate should reach the level arising normally from 
supply and demand, but an artificial depreciation of the 
sol, carried by speculation beyond the limits considered 
advisable for the economy, will not be permitted. 


Source: Direccién General de Informaciones, Mensaje a 
la Nacién Sobre la Situacién Economica y Finan- 


ciera del Peru, Lima, Peru, February 22, 1954. 


Despite its smallness, the February surplus may in- 
dicate improvement in the sterling area’s international 
trade position. The trend of both U.K. exports to the 
United States and, probably, outer sterling area exports 
in general has been downward since October 1953. The 
sharp fall in the “trading surplus” since the beginning 
of the year suggests that the effects of the drop in U.S. 
imports are now beginning to be felt. There may have 
been a similar trend in the balance with the dollar area 
in the last quarter of 1953, the effects of which were 
probably masked by sales of Russian gold and other 
windfalls. Now that the U.S. recession is generally con- 
ceded to have gone as far or farther than in 1949, it is 
surprising and gratifying that the sterling area should 
still be able to show a dollar surplus at all. 
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Sterling area trade with EPU in February resulted in 
a surplus of £1.2 million, compared with £4.7 million in 
January. If the special receipt from the Netherlands were 
excluded, however, the January position would have 
shown a deficit of about £8 million, so that the February 
result indicates an improvement. The former favorable 
balance of the outer sterling area with the EPU countries 
has been falling and may fall farther. 


Sources: The Times, March 3, 1954, and The Financial 
Times, March 3, 1954, London, England. 


U.K. Industrial Production 


The rate of increase in U.K. industrial production 
established in the final quarter of 1953 has been continued 
in 1954. On the basis of information so far received, the 
official production index for January is expected to be 
126 or 127 (1948 = 100), eight points above the January 
1953 index (the previous record January figure) and six 
points above the December 1953 index. 

The growth of industrial output since 1952 (see also 
this News Survey, Vol. VI, p. 239) has to some extent 
arisen from previously under-employed capacity as, for 
example, in textiles. In other directions, notably in iron 
and steel, it has probably come from new capacity brought 
into use under postwar expansion programs. 


Sources: The Times, March 2, 1954, and The Financial 
Times, March 2, 1954, London, England. 


U.K. Private Trading in Tungsten 


Tungsten ores and concentrates, the last of the metals 
still purchased solely by the Ministry of Materials, will 
be restored to private trading in the United Kingdom on 
April 1, and private imports will be permitted from all 
sources except the dollar area. Announcing this decision, 
the Board of Trade stated that, in order to ensure a 
smooth transition from public to private trading and to 
permit the disposal of the Ministry’s surplus stocks with 
the least disturbance to the market, consumers would 
continue during the early months of private trading to 
meet a substantial part of their requirements from the 
Ministry’s stocks. Apparently the Ministry’s share will 
initially be as high as 75 per cent. 

The Ministry of Materials still holds residual stocks of 
aluminum, copper, lead, zinc, magnesium, sulphur, py- 
rites, timber, hemp, and mica. The bulk of these stocks 
is expected to be sold or transferred to the strategic 
stockpile in 1954-55 but, to avoid losses, sales will not 
be hasty. 

Sources: The Times, March 2, 1954, and The Financial 
Times, March 2, 1954, London, England. 


French Money Supply in 1953 


A preliminary report of the Conseil National du Crédit 
indicates that the money supply in France increased from 
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4,159 billion francs on December 31, 1952 to 4,627 bil- 
lion francs on December 31, 1953. This increase of 468 
billion francs (11 per cent) was somewhat less than the 
increase of 481 billion francs (13 per cent) in 1952. 
The ratios of notes and deposits to the money supply, 
which had been remarkably stable in the preceding year, 
tended to be less stable in 1953, as deposits increased 
by 14 per cent while currency increased by 9 per cent. 


Bank credit to the Government increased by 253 billion 
francs in 1953, and bank credit to business increased by 
242 billion francs. For the year as a whole, gold and 
foreign exchange holdings of the Bank of France declined 
by 11 billion francs, although they ceased to decline in 
the third quarter and increased by 19 billion francs in the 
fourth quarter. An important development was the in- 
crease of 185 billion francs in bank credit to business in 
the last three months of the year, which was in sharp 
contrast to the decline in the early months. The increase 
in bank credit to the Government, on the other hand, was 
mainly in the first half of the year. The report also 
noted that certain forms of savings in 1953 were greater 
than in 1952. Most marked was the increase in savings 
bank deposits (179 billion francs in 1953 against 124 
billion francs in 1952). Treasury bonds subscriptions by 
individuals and time deposits were also higher than in 


1952. 


Source: Agence Economique et Financiére, Paris, France, 
February 12, 1954. 


Control of Bank Liquidity in the Netherlands 


The Netherlands Bank has reached an agreement with 
the Netherlands Bankers’ Association and the central in- 
stitutions of the agricultural credit banks on two general 
regulations for applying Article 10 of the Act of May 
1952 on the Supervision of the Credit System in case 
of need. The first will impose an obligation to hold, in 
the form of liquid resources, a cover fund which shall 
stand in a certain relationship to deposits. The minimum 
relationship will be 30 per cent, and the maximum 40 or 
15 per cent, according to circumstances. The second 
regulation relates to the imposition of an upper limit on 
bank loans. The issue of these regulations will be con- 
tingent upon consultation with representative organiza- 
tions of the credit system. 


At the same time a gentleman’s agreement has been 
reached, effective March 22, providing for the mainten- 
ance of cash reserves in the form of balances with the 
Netherlands Bank. The banks undertake to establish at 
the outset a ratio of cash reserves to deposits of 5 per 
cent. For the present, this percentage will not be increased 
by more than 1 per cent per month. It will not in any 
case exceed 15 per cent, and the Netherlands Bank may, 
if it so desires, reduce it to zero. 
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Only those banks which adhere to the gentleman’s 
agreement will be allowed to subscribe to a new loan 
which is designed to effect the semiconsolidation of part 
of the floating debt held by the banks. The loan will take 
the form of Treasury certificates, which will be negotiable 
only between banks, running for 8, 10, and 12 years, 
and carrying interest at 25% per cent, 234 per cent, and 
2% per cent per annum, respectively. The Netherlands 
Bank will be prepared to accept these certificates as col- 
lateral for loans to the banks only in the event of their 
customers’ deposits falling below the average level of 
1953. It will be prepared to buy at agreed minimum 
prices any certificates it may have held as collateral for 
one year. Thereafter, any such securities will be freely 
negotiable. 

Pending legislative authorization of these certificates, 
the Netherlands Government on February 23 opened sub- 
scriptions to a 1,200 million guilder(US$316 million) 
issue of 5-year Treasury securities, the offer being open 
only to private banks which accept the obligation to con- 
vert the 5-year securities into the longer-dated securities 
which are in contemplation. The new issue may be paid 
for either in cash or in short-term Treasury paper. 


The object of these arrangements is to limit the mone- 
tary dangers which might arise from the large size of the 
Government’s floating debt and from the resulting excess 
liquidity of the banking system. The arrangements will 
also make possible some control of the surplus of liquid 
resources offered on the money market as the result of 
movements in gold and foreign exchange holdings. Of 
the Government’s floating debt of 4.6 billion guilders, 
some 3.5 billion guilders was held by the banks at the 
end of 1953. These holdings formed the counterpart of 
more than 60 per cent of the banks’ current account and 
time deposits. If, during a period of credit expansion, 
the banks should not desire to renew their short-term 
investments in Treasury paper—as was the case in early 
1951—the Treasury might have to resort to the central 
bank for the creation of the money required to redeem 
its obligation. A similar danger might arise in the future, 
when international payments are freed from restrictions, 
if banks should abstain from renewing maturing short- 


term Treasury paper with a view to investing funds 
abroad. 


Sources: Netherlands Bank, Press Communiqué, Amster- 
dam, Netherlands, February 20, 1954; De Maas- 


bode, Rotterdam, Netherlands, February 22, 
1954. 


Norwegian Herring Fisheries 


When the large herring fisheries in Norwegian waters 
terminated for the year, on February 12, the catch 
amounted to more than 9.6 million hectoliters. This is 
about 100,000 hectoliters more than the total catch for 
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both large and spring herring in the former record year, 
1951. In that year, the catch of large herring amounted 
to 6.7 million hectoliters. 


Of the total catch this year, about 8 million hectoliters 
were sent to the oil extraction factories; 0.6 million were 
exported fresh; 1.0 million were exported salted; and 


the remainder were consumed domestically or used for 
bait. 


Sources: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, February 16 and 25, 1954. 


Government Borrowing in Sweden 


There has been a marked change in the money and 
capital markets in Sweden in recent months. During the 
second half of 1953, the Government’s budget deficit 
increased the national debt by SKr 1.3 billion (US$250 
million), raising the total to SKr 13.9 billion. Most of 
this increase (SKr 0.7 billion) was in short-term Treas- 
ury bills, the remainder in bonds and loans from govern- 
ment institutions and funds. The financing of this deficit 
and the surplus in the balance of payments—which im- 
proved the country’s net foreign exchange position by 
SKr 508 million (US$98 million)—led inter alia to an 
increase of SKr 1.1 billion in commercial bank deposits, 
primarily deposits held by business. The purchase by the 
banks of Treasury bills and short-term government bonds 
raised their liquidity ratios above the prescribed level. 
In November 1953 the central bank lowered its discount 
rate by 14 per cent, to 234 per cent, and other short-term 
rates were reduced (see this News Survey, Vol. VI, 
p. 175). This decrease in short-term rates tended to in- 
crease the volume of funds available in the long-term 
capital market, where earlier in 1953 there had been a 
noticeable shortage, and long-term interest rates weak- 
ened. In December the Government announced the first 
of a series of government loans, a 25-year 31% per cent 
SKr 200 million bond issue. The bonds were quickly 
subscribed, mainly by insurance companies and savings 
banks. In February four loans were issued: a 19-year 314 
per cent SKr 200 million bond issue, two medium-term 
bond issues (one a 314-year 234 per cent issue, and the 
other a 6-year issue with a variable rate of interest in- 
creasing from 2'% per cent the first year to 314 per cent 
the sixth year), and a SKr 150 million 20-year lottery 
bond issue. The long-term loan was taken up mainly by 
the insurance companies and the savings banks. Of the 
medium-term issues, SKr 236 million of the 314-year 
issue and SKr 388 million of the 6-year issue had been 
sold—mainly to the banks—by the end of February. The 
lottery issue was fully subscribed by the general public. 
Thus, in February the Government sold SKr974 million 
of bonds. 


Source: Svenska Dagbladet, Stockholm, Sweden, March 1, 
1954. 
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Foreign Exchange Allowance for Italian Tourists 
As a first measure to reduce Italy’s EPU deficit, the 


Ministry for Foreign Trade has lowered the foreign 
exchange allowance for Italian tourists visiting EPU 
countries from 200,000 lire to 130,000 lire per person per 
annum. The allowance for children is 65,000 lire. 


Source: Agence Economique et Financiére, Paris, France, 
February 2, 1954. 


Middle East 


Middle Eastern Oil Royalties 


As a result of the acceptance in the Middle East of the 
principle established by ARAMCO in 1950-51 of sharing 
the profits of the oil companies equally with the local 
Government, there have been sharp increases—as shown 
in the table below—in the royalties paid to all these 
Governments. 

Direct Payments by Oil Companies to Governments 
(million U.S. dollars) 


Bahrein Iraq Kuwait Qatar Saudi Arabia 
1940 1.0 8.1 _- — 1.5 
1950 83.3 14.8 12.4 1.0 112.0 
1951 3.8 38.5 30.0 3.8 158.0 
1952. 6.3 110.0 139.0 9.0 160.0 


Source: The Economist, London, England, February 27, 
1954. 


Egyptian Pound Quotations 


The average published premia in January and Feb- 
ruary for sterling, the U.S. dollar, and the deutsche mark 
in Cairo in the “import entitlement accounts” were as 
follows: 


January February 
1954 1954 


(per cent) 
Sterling 26 5.375 


U.S. dollar 
Deutsche mark 


8.250 
9.979 


8.163 
8.467 
The average published quotations for the “export 
pound” in Beirut and Ziirich during the same months 
were as follows: 
January February 
1954 1954 


Beirut (in Lebanese pounds 

per Egyptian pound) 8.59 8.56 
Ziirich (in US$ per 

Egyptian pound) 2.65 2.63 


Sources: Al Ahram, Cairo, Egypt, several issues during 
January and February 1954. 


Egyptian Iron and Steel Industry 


An agreement between the Egyptian Government and 
the German Demag Company to establish an iron and 
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steel works in Helwan, a suburb of Cairo, was signed on 
February 11. This project is considered one of the most 
important steps in the industrialization of Egypt. The 
Demag Company has undertaken to supply, erect, and 
manage a complete iron and steel works with an annual 
output of 125,000 tons, to be increased to 500,000 tons 
after two years. It has accepted full technical responsi- 
bility for the plant and for the training of Egyptian 
personnel. 


The capital invested will total LE 15 million: LE 12 
million worth of plant, LE 2 million worth of equipment 
(including two electric furnaces, an iron and steel foun- 
dry, and rolling stock now held by the Egyptian Govern- 
ment), and LE 1 million of liquid capital. A joint stock 
company, the Egyptian Iron and Steel Company, will 
be established by the Egyptian Government, the National 
Production Council. the Industrial Bank, Bank Misr, and 
the Demag Company; the Demag Company has agreed 
to participate in the capital to an amount equal to 20 
per cent of the total f.o.b. price of all deliveries of equip- 
ment. Part of the shares will be reserved for public 
subscription. The Iron and Steel Company will benefit 
from Foreign Investment Law No. 156 of 1953, which 
grants privileges and tax exemptions to companies likely 
to aid the country’s economy (see this News Survey, 


Vol. VI, p. 77). 


The plant will use the Aswan iron ore deposits, which 
will be treated in a blast furnace in Helwan. While the 
basic Bessemer process will be used for steel production, 
electric furnaces will be used for the production of some 
special steel. Among other items, the plant will supply 
annually 10,000 tons of rails, 75,000 tons of railway ties 
and structural sections, 5,000 tons of heavy steel plates, 
35.000 tons of medium plates, 15,000 tons of sheets, and 
80,000 tons of billets. Arrangements have been made to 
produce billets in sufficient quantities to keep other exist- 
ing steel plants going, as the supply of scrap iron on 
which these plants have so far depended is rapidly 
diminishing. 


Sources: The Egyptian Gazette, Cairo, Egypt, Febru- 
ary 10 and 12, 1954. 


Israel's Budget for Fiscal 1954-55 


Ordinary and developmental expenditures in Israel's 
budget for the fiscal year beginning April 1, 1954 total 
1£571 million, compared with [£389 million for the cur- 
rent fiscal year. The ordinary budget has been almost 
doubled, to [£403 million, while the development budget 
has been increased by 16 per cent, to [£168 million. The 
increase in the over-all budget is due partly to increases 
in wages and prices in Israel. The wholesale price index 
rose by about 25 per cent between April and December 
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1953, and indications are that the upward movement has 
continued. 


Source: The Financial Times, London, England, Febru- 
ary 19, 1954. 


Lebanese Budgetary Reforms 


In introducing the budget for the fiscal year 1954 
(which corresponds to the calendar year), the Lebanese 
Minister of Finance suggested a decree law providing 
for certain improvements in the budget structure and in 
the methods and procedures of government accounting. 
These improvements center on (1) dividing government 
expenditures into three main parts—current, military, 
and economic development and reconstruction expedi- 
tures; (2) introducing the principle that funds allocated 
to economic development and not spent during the fiscal 
year will be automatically carried forward to the follow- 
ing year; and (3) simplifying administrative and account- 
ing procedures pertaining to the Government’s fiscal op- 
erations. 


The Council of Ministers has passed and sent to the 
House of Representatives the 1954 budget, which was 
drawn up in accordance with the reforms. The proposed 
budget provides for total new expenditure of LL 120 
million, or LL 7 million more than the 1953 budget es- 
timates, without allowance for funds carried forward from 
1953. Current expenditure is estimated at LL 80 million, 
military expenditure at LL 20 million, and economic 
development and reconstruction expenditure at LL 20 
million. To the LL 20 million allocated to economic de- 
velopment should be added LL 14 million (unspent eco- 
nomic development funds carried forward from previous 
budgets). 


Sources: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 13 and 17, 1954. 


Foreign Investment in Turkey 


Prior to the enactment of Law No. 6,224 for the pro- 
motion of foreign investment in Turkey (see this News 
Survey, Vol. VI, p. 241), foreign investment was re- 
stricted to the fields of industry, power, mining, public 
works, communications, and tourism. The new law invites 
foreign capital to all sectors of the Turkish economy that 
are open to Turkish private enterprise, provided that the 
investment does not entail monopoly or special privileges. 
The new law sets no limit on the transfer of profits, and 
permits the reinvestment of profits. 


Source: Law No. 6,224 for the Encouragement of For- 
eign Investment in Turkey (statement trans- 
mitted by the Turkish Embassy, Washington, 
D. C., March 3, 1954). 
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Far East 


Indian Budget, 1954-55 


The Indian budget for the fiscal year 1954-55 (April 
1954-March 1955) estimates a revenue deficit of 
Rs 261 million (US$55 million) and an over-all deficit 
of Rs 2,500 million (US$525 million). Revenue receipts 
for the coming fiscal year are estimated at Rs 4,410 mil- 
lion (on the basis of existing levels of taxation) and 
ordinary expenditure at Rs 4,671 million. Customs col- 
lections are expected to be Rs 150 million more than in 
1953-54, while receipts from income taxes and excise 
duties may remain practically unchanged. The newly 
introduced estates duty is expected to yield Rs 40 million, 
all of which will be distributed among the states. Civil 
expenditure is expected to rise by Rs 305 million, mainly 
because of increased allotments for education, health, wel- 
fare services, community projects, grow-more-food 
schemes, and the promotion of small and cottage indus- 
tries. The expenditure on defense is expected to be 
Rs 2,056 million, which is slightly above the revised esti- 
mate for 1953-54. 


The Government will require, in all, about Rs 4,740 mil- 
lion to finance its revenue deficit (Rs 261 million), capi- 
tal outlays and assistance to states and local bodies for 
development projects (Rs 3,950 million), and debt re- 
payments (Rs 530 million) ; Rs 750 million is expected 
from loans on the market, Rs 450 million from “small 
savings,” Rs 560 million from other miscellaneous debt 
and remittance transactions, and Rs 480 million from 
foreign assistance and dollar loans, leaving an uncovered 
over-all deficit of Rs 2,500 million. 


This deficit will be met by floating Treasury bills. 
There are no major new tax proposals, since the Govern- 
ment is waiting for the report of the Taxation Enquiry 
Commission. A few customs duties are to be increased, 
and import duties on raw cotton and certain steel goods 
will be abolished. An increase in the excise duty on 
cotton cloth, and new excise duties on artificial silk, 
cement, soap, and factory-made footwear, are proposed. 
The total gain in revenue from these proposals is expected 
to be Rs 119 million; this would reduce the revenue 
deficit to Rs 142 million and the over-all deficit to 
Rs 2,380 million. 


The Finance Minister stated that the current financial 
year (1953-54) would end with a revenue deficit of 
Rs 170 million and an over-all deficit of Rs 1,280 million; 
the corresponding budget figures were Rs 4.5 million and 
Rs 1,380 million. Revenue receipts (Rs 4,137 million) 
will be lower than the budget estimates by Rs 256 mil- 
lion (mainly because of nonpayment of a debt installment 
of Rs 180 million from Pakistan), and ordinary expendi- 
ture will be smaller by about Rs 80 million. Capital 
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outlay during 1953-54 will be Rs 640 million, against the 
budget provision of Rs 764 million. The over-all deficit 
will be met partly by drawing down cash balances 
(Rs 480 million) and partly by increasing the floating 
debt (Rs 800 million). 


The Finance Minister drew attention to the substantial 
increases in agricultural and industrial production, the 
improvement in the payments position, the positive bal- 
ance with the dollar area, and the increase in external 
reserves. The investment rate during the first three years 
of the Five Year Plan is admitted to have been lower than 
was planned. It is believed that deficit financing to the 
extent of Rs 2,500 million will not produce any marked 
inflationary effect, especially in view of the import surplus 
which the Government expects. 


Sources: Minister for Finance, 1954-55 Budget Speech, 
New Delhi, India, February 27, 1954; The 
Times of India, Bombay, India, February 28, 
1954. 


Taiwan's Sugar Industry 


According to the Bank of Taiwan, earnings of Taiwan’s 
sugar industry amounted to US$90.3 million in 1953, the 
best postwar year. This figure was almost 70 per cent 
of the value of total exports during the year. 


Sugar exports amounted to 902,569 metric tons. Japan, 
Taiwan’s leading trade partner, bought 36 per cent 
(328,703 metric tons) of the total, while purchases of 
Europe and the Middle East amounted to about 20 per 
cent each. 


Source: Chinese News Service, Press Release, New York, 


N. Y., March 2, 1954. 


Japan's Fiscal and Credit Policy 


At the nineteenth Session of the Japanese Diet on 
January 27, the Minister of Finance, Mr. Ogasawara, 
stated that the budget submitted to the Diet was the first 
step in freeing the Japanese economy from inflation and 
guiding it in a normal direction. As the temporary for- 
eign exchange receipts which had supported the economy 
since the end of the war will inevitably diminish and 
eventually disappear, Japan is obliged to make every 
effort to prepare, as soon as possible, for a self-support- 
ing situation where normal exports will be increased and 
imports of necessities will be financed with the proceeds 
from exports. The deficit of US$200 million in 1953-54 
is an indication of a radical aggravation of the Japanese 
balance of payments position, with Japanese prices con- 
tinuing to rise in contrast to the gradual decrease in other 
parts of the world. If Japanese reserves continue to fall 
at the same rate as in 1953, they will soon be below the 
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minimum level of $400-500 million, which is necessary 
for the normal operation of Japanese trade. 


The basic objective of the present budget and of cur- 
rent banking and other measures is to scale down prices, 
and thus to restore equilibrium in the balance of pay- 
ments by increasing exports and decreasing the demand 
for imports. The aim for the fiscal year 1954-55 is to 
bring prices down to a level about 5 or 10 per cent below 
that of 1953. It is intended to keep the General Account 
budget within the limit of one trillion yen, though defense 
expenditures have been increased and some expenditure 
for reparations has been appropriated. Basic income tax 
exemptions and allowances for dependents will be in- 
creased, while higher indirect taxes will be imposed, par- 
ticularly on luxuries. 


The Government considers it necessary to strengthen 
further the basic measures of credit policy initiated last 
September, when it moved in the direction of tightening 
up finance with respect to the Bank of Japan’s credit 
policy, and toward the concentration of government de- 
posits in the Bank of Japan. Since the beginning of 1954, 
it has taken a series of measures to intensify further the 
Bank of Japan’s Higher Rate Application System and to 
control import finance. Appropriate actions are also 
under consideration to remove the dependence of finan- 
cial institutions upon the Bank of Japan and to promote 
the normalization of finance. 


The Minister expressed the desire to restore commer- 
cial relationships with foreign countries by concluding 
treaties of commerce and navigation or by the earliest 
possible settlement of reparations, in order to promote 
exports and secure markets abroad. In particular, he 
intends to improve economic relations with Southeast 
Asian countries and to contribute to the world economy 
by enlarging trade with that area. Also, by such meas- 
ures as the extension of favorable tax treatment for 
export transactions, the government will endeavor to 
strengthen the position of companies directly engaged 
in trade. 


In the opinion of the Government, the current exchange 
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rate should be firmly maintained. Any deflationary phe- [i 


nomena that may appear in the course of carrying out 
the Government’s policies should be handled so as to 


avoid economic confusion or social unrest. If any situa- fli 


tion needing countermeasures should arise, the Govern- 
ment will not hesitate to take proper steps. However, 
some transitional friction is inevitable, but it will not 
induce the Government easily to change its sound policies. 
The formulation of supplementary budgets and the relax- 
ation of tight monetary policy should by all means be 
avoided in the future. 
Source: Budget Speech Delivered by the Minister of 
Finance Before the Nineteenth Session of the 
Diet, Tokyo, Japan, January 27, 1954. 
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Japan's Automatic Approval Imports 


Japanese imports from the dollar area under the system 
of “automatic approval imports” have been suspended 
since February 5. 
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About one fourth of the Japanese foreign exchange 
budget for imports is for automatic approval imports. 
The goods included under this category are mostly those 
which cannot easily be allocated to a specific industry. 
A lump sum is therefore allocated in the foreign exchange 
budget for each currency area. This system allows more 
freedom of choice to importers and diminishes the loss 
of time involved in administrative procedures. Recently 
there has been a strong speculative tendency to import 
goods under this system because of the expected reduc- 
tion of the amount of foreign exchange appropriated for 
general imports. 
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The total budgetary appropriation for automatic ap- 
proval imports during the second half of the current fis- 
cal year (from October 1953 to March 1954) is some- 
where around $270 million for all currency areas; of 
this total, $230 million had already been used by Febru- 
ary 2. The automatic approval imports from the dollar 
area were especially active and exceeded the budgetary 
appropriation. 












Japanese authorities have two different views of the 
suspension. The Ministry of International Trade and 
Industry maintains that the suspension will raise the 
domestic price level, which is contrary to the deflationary 
policy of the new budget. The Ministry of Finance 
and the Bank of Japan believe that the suspension is 
unavoidable, considering the unfavorable prospective 
foreign exchange position. 
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Source: Asahi Shimbun, Tokyo, Japan, February 5, 1954. 






Philippine Exchange Tax 






The Philippine House Ways and Means Committee has 
approved in principle the continuation of the 17 per cent 
exchange tax which is due to expire on June 30, 1954. 
(See also this News Survey, Vol. VI, p. 6.) In addition, 
it has agreed in principle to subject certain “new and 
necessary” industries to the provisions of the tax; it is 
estimated that this action will yield an additional 70 mil- 
lion pesos (US$35 million) annually. 
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Sources: Philippine American Chamber of Commerce, 
Weekly Bulletin, February 26, 1954, and Philip- 
pine Association, Newsletter, February 26, 1954, 
New York, N. Y. 









United States and Canada 
S. Business Conditions in 1953 


U.S. output of goods and services reached a new record 
evel in 1953. Valued in constant prices, the gross na- 
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tional product was almost 4 per cent above the previous 
year. The rise in production was most pronounced in 
manufacturing and in public utilities; production for 
both civilian and defense uses was higher, notably in 
durable goods. Accompanying production gains, em- 
ployee compensation and business profits rose during the 
year. Average hours of work were slightly below 1952 
but, with higher rates of pay, average employee earnings 
were up 5 per cent. Major exceptions to increased income 
in 1953 were agriculture and the commercial export trade. 
While farm supplies increased, lower prices and reduced 
exports were the main causes of a 13 per cent reduction 
in farm incomes. The total decline in U.S. commercial 
exports (mainly in farm products), along with larger 
military and tourist expenditures abroad, contributed to a 
marked improvement in the balance of payments and 
reserve positions of foreign countries. 

Despite lower sales of agricultural equipment, invest- 
ment in producers’ durable goods reached a new record 
in 1953, and private construction exceeded its 1952 rate. 
The increase in commercial building was especially 
marked, and residential construction continued at a high 
level. Consumer purchases rose in proportion to the 
expansion in total output, absorbing 63 per cent of gross 
national product, the same as in 1951 and 1952. In 1948, 
prior to the advent of government purchases for defense, 
the proportion accounted for by consumer purchases was 
69 per cent. Since defense purchases have recently been 
declining and are expected to continue falling through- 
out 1954, there is an opportunity to devote more resources 
to private investment and consumption and to local gov- 
ernment facilities. Expansion of private markets in 1954 
will be necessary if economic stability and growth are to 
be maintained. 

A shift in the flow of goods into inventories was the 
major change in the pattern of demand in 1953. Inven- 
tory accumulation fell from an annual rate of $6.3 billion 
in the second quarter to $3.1 billion in the third, and 
inventories were liquidated at a rate of $3 billion in the 
fourth quarter. Final purchases exclusive of inventory 
change continued at the second quarter rate. Prices were 
generally stable throughout the year, with fluctuations in 
the wholesale index limited to less than one per cent. 
Substantial declines in farm prices were offset by in- 
creases in industrial products, which weigh more heavily 
in the index. Consumer prices were also remarkably 
stable, with the increase over 1952 limited to less than 
one per cent. While prices of services and rents in- 
creased, the decline in prices of consumers’ goods was a 
substantial offsetting factor. 

Source: Department of Commerce, Survey of Current 


Business, Washington, D. C., February 1954. 
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Canadian Investment Prospects 


Total public and private expenditure on new construc- 
tion, machinery, and equipment in Canada is estimated 
at Can$3,865 million for 1954, an increase of 3 per cent 
over 1953. The estimated increase is due entirely to an 
expected rise of 6 per cent in new construction; outlays 
on machinery and equipment are expected to fall slightly. 


Source: The Gazette, Montreal, Canada, February 16, 
1954. 


Canadian Wheat Payments 


The Canadian Wheat Board has announced that there 
will be no interim payment to growers on deliveries from 
the current wheat crop since none of it has yet been sold. 
In most years there is a payment at this time of 20 cents 
per bushel which supplements the delivery payments and 
helps to finance spring seeding operations. 


Source: The Globe and Mail, Toronto, Canada, Febru- 
ary 26, 1954. 


Latin America 


Cuban Anti-Recession Measures 


In January the Cuban Government took several meas- 
ures to counteract the gradual business contraction evi- 
dent in 1953. The 1954 sugar crop will be restricted to 
4.75 million Spanish long tons, compared with 5 million 
in 1953. The 1953 budget was extended into the first 
quarter of 1954, during which period some adjustments 
will be made. Although it was resolved that wages for the 
sugar laborers should be the same as those ruling last 
year, the payment of union dues by mill owners and 
planters for their laborers was suspended. 


Source: Cuba Econémica y Financiera, Havana, Cuba, 


January 1954. 


Brazil's Steel Production Capacity 


A new steel furnace which can produce 1,200 tons of 
iron ingots per day was put into operation in Brazil on 
February 20. Total iron ingot production this year is 
expected to be 900,000 tons. It is estimated that the 
new furnace will increase steel production by 50 per cent. 
thus making possible an annual output of 1 million tons 
of steel by 1955. Brazil’s output of steel ingots in 1954 
is set at 710,000 tons. 


The operation of the new furnace is an important step 
in the program for expanding production of the steel 
installations at Volta Redonda; 50 per cent of the financ- 
ing of this project was met from private funds, and 
50 per cent from government capital. Last year, the com- 
pany paid a 10 per cent dividend on its common stock. 


Source: La Prensa, New York, N. Y., February 22, 1954. 
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Chilean Interest Rates 

The Superintendency of Banks in Chile has set, at 
15.05 per cent, the maximum interest rate that may be 
charged on loans by commercial banks during the first 
half of 1954. This rate was based on lending operations 
during the second half of 1953, when the average rate 
actually charged by the banks was 12.54 per cent. From 
1929 to September 1953, the maximum rate that the 
commercial banks could charge had been limited by law 
to 50 per cent above the average rate of the previous 
half-year. However, Law 11,234 of September 1953 re- 
duced this spread to a maximum of 20 per cent above 
the previous average; thus the maximum rate allowed 
in the second half of 1953 was lowered from 18.07 per 
cent to 14.46 per cent, which was higher than the 12.54 
per cent average rate actually charged during that period. 
The average rate charged in the first half of 1953 was 
12.05 per cent. 


Source: El Mercurio, Santiago, Chile, February 20, 1954. 


Argentine-Paraquayan Border Trade 

A recent decree of the Argentine Government estab- 
lishes a maximum monthly quota of 1.2 million Argen- 
tine pesos for Argentine merchandise that may be im- 
ported by Paraguayan border towns for local consump- 
tion. (The amounts that may be imported from the 
various Argentine border towns are as follows: Clorinda 
700,000 pesos; Posadas 300,000 pesos; Bermejo and 
Formosa 60,000 pesos each; Puerto Eva Peron and El 
Dorado 30,000 each; Mineral and 17 de Octubre 10,000 
each.) The goods subject to this borderline trade regu- 
lation are foodstuffs and beverages, textiles and cloth- 
ing, medicinal products, cosmetics, and miscellaneous 
consumers’ goods. 

This borderline trade is exempt from Argentine ex- 
change controls, and payments are to be made in Argen- 
tine pesos; however, Argentine excise taxes and taxes on 
similar goods domestically consumed must be included 


in the export price of the goods subject to these regu- 
lations. 


Source: Economia y Finanzas, Buenos Aires, Argentina, 


February 5, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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